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PROBLEMS OF THE SMALL FARMER

THE ECONOMICS OF TRANSITION IN FARMING
"Transition"—the economist's term for the change from an
established way of farming to a more profitable one—is an
increasingly important part of the West Australian farming
scene. This article discusses some of the problems of farmers
faced by such a change.

By G. D. OLIVER, Officer

in Charge, Rural

Economics

and

Marketing

Section

UNSTABLE income is a constant farm hazard.
In addition to uncertainties like over
production, obsolescence, rising costs and changes in consumer tastes which menace
manufacturing industries, the farmer also has to contend with yield fluctuations arising
from climatic conditions over which he has no control.

Farmers' income difficulties in the
major agricultural industries—wool, wheat
and beef—have in the past been fairly
directly traceable to world gluts (where
the total amount of money available for
purchasing is spread over more units of
production) or to drought. The grain
producer, particularly in New South Wales
and Queensland, is vulnerable at both
points and this is the main reason why
we have a nationwide wheat stabilization
scheme. The wheat producer's double
uncertainty is only paralleled by that of
beef producers in inland and northern
regions.

Scheme. In the early years when the home
consumption price was below the export
price we suffered little with our limited
production while in recent years we have
been aided by funds from consolidated
revenue to expand wheat production and
generally develop our farm lands.
Outside the wheatbelt proper in the
wetter regions, farmers relying mainly on
wool and meat for farm income have not
done as well in the last 20 years as wheatbelt farmers. The fluctuations in wool
prices were sometimes violent enough to
make farmers feel insecure, and this
slowed down modernisation and development. Wool prices were satisfactory to
excellent for most of the 20 year period
1948 to 1 9 6 8 in Western Australia
An analysis of the income position of and this provided income-increasing
farmers in Western Australia at the opportunities for many imaginative and
present time only makes sense against capable farmers.
The effect of wool price fluctuations can
the background of the last 20 years. This
has been a period of unprecedented pros- be over-played. For much of this period
perity. Over this period wheat, wool and wool producers in the wetter areas just
meat in a triple farm system in the wheat- didn't have enough sheep to take advanbelt have complemented one another and tage of the good wool prices offering.
rarely, if ever, have either prices or pro- There were two main reasons for this:
(a) The increased stock carrying
duction of all three been depressed at
potential of pastures has been
the same time. Western Australia has
appreciated generally only very
been served very well over these 20 years
recently.
by the Commonwealth Wheat Stabilization
This
o , j af ticle is adapted from a paper delivered to the Adult
Production", held at Katanning
Nov
ling in November,
1968.

Education Board conference

"Cereals in Economic Farm
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In general, it seems that wheatbelt
farmers should be in a satisfactory position, income-wise, to meet the problems
of the future while farmers in wetter areas
(areas not suitable for wheat) with
Merino sheep or beef cattle are in a less
fortunate though far from hopeless position.
The relatively few fat lamb
specialists have a depressed industry
problem. Their ability to change to
Merino wool or beef production will depend
on assets under their control and savings.

(b) Western Australia's farm development programme placed a strain
on sheep supplies, with consequent
high prices.
Lambs and beef
The "true" fat lamb men, that is those
using British breed or British breedMerino first cross ewes, have operated
their businesses on the assumption that
their costs would be more than covered
by premium prices for lambs of a rather
specific type and quality. The weak export
market has left these producers without
a satisfactory premium on the home
market. Also with the increase in the
State's sheep population in recent years,
more Merino lambs are becoming available
for meat, and this development has put
further pressure on prices.
Beef cattle threw down a challenge to
sheep in the wetter areas of the State
early in the 1960's. At this point in time,
most farmers who have changed to beef
or developed beef sidelines would be well
satisfied with their income prospects in
spite of some concern about baby beef
prices.
Flexibility between baby beef and steer
beef may be used by beef specialists as
an income stabilizer. However, beef men
in the zone under discussion, 18 inch
rainfall and above, probably have less
reserves to meet contingencies than those
people who stayed with Merino sheep.
This is because the changeover to beef
would have been expensive (capital for
stock, fences, water supplies and yards)
and there has been scarcely enough time
to consolidate.

Prices and costs—past and future

Farm income problems arise from three
main sources:
• Static or falling prices for farm
products.
• The rising cost of farm inputs and
rise in cost of living generally.
• An over-optimistic level of borrowing which won't stand up to a
changed
income position—the
problem of liquidity.
The prices which concern us in this
context are those for wheat, barley, oats
wool, beef and lamb.
The wheat price is more or less assured
for another five years under two schemes;
our own stabilization scheme and the
International Grains Arrangement. The
average price for 500 million bushels works
out at $1.46 per bushel on the assumptions
that 65 million are sold to local consumers
at $1.70, 200 million bushels under the
export guarantee receive $1.45 and 235
million bushels are sold for the minimum
International Grains Arrangement price
of $1.41. Of course, freight and handling
charges have to be deducted from the
average price of $1.46 to arrive at the farm
gate price but farmers should be left with
$1.20 to $1.30.

The cost/price squeeze
Over the past 10 years the price of
petrol has increased by 19 per cent., a
2,000 bushel silo by 18 per cent., a
standard model of one of the popular
motor cars is fractionally cheaper and
repair costs are up by 50 per cent.
In all, prices paid by primary producers have risen by 16 per cent.
In the same period, wool has fallen
by 20 per cent., mutton by 35 per
cent., lamb by 13 per cent; wheat has
risen by 1 2 i per cent, and beef by 37
per cent.

Under the International Grains Arrangement the world's major exporters have
agreed to certain minimum prices depending on the quality of their wheat. This
agreement could collapse, however, with a
marked increase in production in one of
the exporting countries, or generally
throughout the world. This is not anticipated but it is just as well to be aware of
the possibility. If it did occur and the
world price fell by 21 cents per bushel to
$1.20 the average price to growers would
36
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be reduced to $1.36 to give a farm return
in the range of $1.10 to $1.20.
The prices for barley and oats will continue to be uncertain. There has been a
limited market for barley in the European
Economic Community countries, mainly
Germany, but their recent sale of feed
barley at a greatly reduced price raises a
doubt about future price prospects. In
any case, since substitution amongst feed
grains to obtain the lowest cost per unit
of feed value is the common and logical
practice of users we can expect prices of
barley and oats to fluctuate with the total
wor>d supply of feed grains. Since there
is limited world regulation of feed grain
prices or planting we can expect our barley
and oat prices to fluctuate more than for
wheat. The exception could be barley
exported for malting, if we can establish
a regular market.
The future prices for wool, beef and fat
lambs have been discussed in a recent
issue of the Journal of Agriculture (September, 1968) so I will limit myself to a
brief comment on wool. It seems that
synthetics manufacturers have produced
satisfactory fibres for all productive purposes except highest quality outer garments and high quality carpets. So prices
received for woollen fibres other than
those used in these prestige products will
be regulated largely by the cost of producing synthetic fibres. Until such time
as the synthetics manufacturers can come
up with fibres to match those used in
these prestige products top quality wools
will command premium prices.

The small farm has . . .
•
less than 3,000 sheep
•
less than 200 beef breeders
•
less than 800 acres of wheat
and 1,500 sheep
•
less than 70 m i l k i n g cows, or
•
less than 20 acres of apples
It does not appear possible for
people on small farms to go on indefinitely making a satisfactory living
under
the
anticipated
cost/price
regime and changes in farm structure
must take place. Some farmers will
have to go.

cent., a 6 ton truck by 14 per cent., a
standard model of one of the popular
motor cars is fractionally cheaper and
repair costs are up by 50 per cent.
In all, as shown by a price index published regularly by the Bureau of Agricultural Economics, in the last 10 years prices
paid by primary producers have risen by
16 per cent. Some prices received have
increased to counteract these costs, but not
all. Wool has fallen by 20 per cent. (52c
to 42c), mutton by 35 per cent. (10c to 6£c),
lamb by 13 per cent., (21.2c to 18.5c) while
wheat has risen by 12i per cent. (129.9c
to 146) and beef by 37 per cent. (17.5c to
24c).
From here on

As I said in the introduction, farmers
have always had income problems. To
say that some are in difficulties today, for
whatever reason, is merely stating the
obvious. Even to state that some will fail
is not in itself significant because this
happens at any time, even in the wheatbelt. Nor is there anything new in the
"cost/price squeeze." This has been going
on for the past 20 years and farming in
Western Australia, by and large, is still in
a fairly healthy state.
There is a new ingredient in the situation today, however, which can be best
explained by a further reference to the
past. On most standards farms in Western
Australia are big. This wasn't because
of any special wisdom on the part of the
planners. More than likely it was because

Farm costs
So much for farmers' prices. What about
the other fellow's prices—farmers' costs?
Looking back, a period of stability after
World War II was followed by violent
inflation in the mid 1950's. Government
financial controls were brought into
operation and these curbed inflation. After
two or three years, however, prices again
started to rise at the moderate rate of
about 2 per cent, a year. This has come
to be accepted as inevitable.
This is the general position. You may
be interested in the change in some
individual items over the last 10 years.
The price of petrol has increased by 19
Per cent., a 2,000 bushel silo by 18 per
37
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they had a very poor opinion of the stock
carrying capacity and cropping potential
of the land. When technical discoveries
were made after World War II which helped
farmers to increase stock numbers and
improve crop yields, however, farmers had
the size to beat the "cost/price squeeze."
While scope for economies through scale
still exists it seems that the greatest
beneficiaries from here on will be the
wheat farmers who, generally, don't have
the income problems.
Farmers in the 18-inch and above rainfall zone have less scope today than
earlier to combat rising costs by increasing sheep numbers on their existing holdings. Nor can they improve their situation
markedly by turning to cattle or cropping.
Of course, some, aware of the danger of
stagnation, got an early advantage from
extra stock and obtained more land as a
buffer against the future.
Rising land prices now make it difficult
for even well-to-do farmers to enlarge
their holdings.
Consider, for example, the case of a
man who has no debts, and is going along
nicely on about $8,000 a year. Rising costs
and/or falling prices will gradually reduce
this to an inadequate level in spite of
strenuous efforts to improve management.
His most logical move might be to gain a
scale advantage by purchasing another
property. The chances are a suitably
placed property for sale would be about
the same size as his present property. To
obtain it he would have to borrow about
half of the improved value (including
stock) of both properties. A formidable
proposition indeed. And where does this
leave those farmers who already owe
money?
Since it just does not appear to be
possible for people on small farms (less
than 3,000 sheep, less than 200 beef
breeders, or less than 800 acres of wheat
and 1,500 sheep) to go on indefinitely
making a satisfactory living under the
anticipated cost/price regime, changes in
farm structure must take place. Bluntly,
economic policy must aim deliberately at
the removal of small holdings. This
means, of course, that some farmers will
have to go.
How can this be achieved? I'm all for
leaving economic forces to work themselves
out as long as this does not lead to dis-

ruption and chaos. I believe our agriculture is soundly enough based for the
necessary changes to take place gradually
and almost imperceptibly. If we find in
the very near future, however, that a
depressed industry situation is developing;
that small farmers with virtually no hope
of making the grade are hanging on; that
amalgamations (farm enlargements) are
not taking place at a sufficiently fast rate;
then Governments must be urged to take
steps to stimulate the movement by instituting a scheme similar to the proposed
Commonwealth dairy enlargement scheme.
One thing we must realise and accept,
however, is that mobility of individuals
and change (farm size, farm systems,
techniques) is absolutely necessary for
progressive farming as in any other area
of economic activity.
To close on a more positive note. It has
been inferred, but the point has not been
made directly, t h a t the successful farmers
in the next 20 years in the 18-inch plus
rainfall zone will be those who already
have large farms, those who have sufficient
cash and asset reserves to enable them to
enlarge their farms or those new farmers
who buy in with substantial capital. These
people will have to concentrate on the
modern business tactic of a small margin
of profit on many units of production. The
many units will be obtained through
• Large, adequately-stocked farms.
• High yields per animal.
While, in the past, important income
gains were possible by increasing stock
numbers with little regard for quality of
sheep or cattle, yield efficiency (wool,
grain and meat per production unit) and
quality (meeting buyers' specifications)
will be increasingly important in the
future.
Attacking costs
Costs, too, will have to be attacked, and
some of the strategies could be:
• Increasing the number of sheep
or cattle controlled per man.
• Avoiding wasteful and useless
expenditures. (Scrutinize
the
whole range of expenditureslabour, fertilisers, fuel, etc.—and
ensure, as faT as possible, that
value is obtained for money).
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•

•

•

Treating salesmen with caution
and only giving a direct answer
if it is "No!"
Making implements, tractors and
vehicles serve the farm firm, not
the machinery firm. Cars and
tractors, particularly, are costly
items so pay special attention to
these purchases.
Being critical of the gimmicks used
to sell new cars and tractors.
I believe worthwhile savings can
be made by keeping cars and
tractors for a number of years—
up to 10 or 12, depending on usage.

•

Using the discount houses, the
second-hand sale yards and other
opportunities to reduce costs, or
bargaining for price reductions
on substantial purchases.
A determined approach along these lines
would not only reduce farm costs in a
particular year but it would force the
manufacturers to think twice about their
prices. Even a minority price resistance
counts, because manufacturers, as well as
farmers, rely on extra units sold to maintain profit levels. A determined resistance
by farmers to rising costs would cause the
manufacturers to examine their management for ways to economize and so share
the burden of the "cost-price squeeze".

ALRA-MANA FLEECE WEIGHING SCALES
Designed
by
Patterson's
Scale
Industries Pry. L t d . , M a n u f a c t u r ers of Australia's Finest W e i g h i n g
Equipment f o r C a t t l e , Sheep, Small
Animals and Fleece.
The importance of fleece weighing
is acknowledged as a very honest
m e d i u m for i m p r o v i n g wool production.

T h e " A l r a - M a n a " T a b l e Fleece
W e i g h e r (Aust. Pat. A p p l n . N o .
6 4 5 0 5 / 6 5 ) (not iUust.) is a selfcontained u n i t * b e i n g set on a
table, gives stability and accuracy,
allowing
speedy
recording
of
weights.

\

The " A l r a - M a n a "
Roll-Class Table
67,209/65
New
Pending) (on left)
ulously pruned to
features.

Fleece W e i g h e r
(Aust. Pat. No.
Zealand
Pat.
has been meticavoid unwanted

H a n g i n g Fleece Scales are available w i t h or w i t h o u t stand.

PATTERSON'S SCALE INDUSTRIES PTY. LTD.
18 LOVE STREET, B U L I M B A , Q U E E N S L A N D , 4 1 7 1 .
Telephone: 9 5 4 4 3 8 .

Telegrams: Australia. " A l r a - M a n a " Brisbane.

Please c u t and post this c o u p o n , add your name and address and post to us for our f u l l y
instructive leaflet together w i t h prices.
NAME
ADDRESS
W.A.J.
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31.95
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49.95

MOWERS:
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©

1 4 " heavy duty, revolving-reel type
Mower
159.00
2 0 " d r u m type, as above.
Well
known brand
297.00
Spacemaker rotary made by bestknown manufacturer,
complete
w i t h c a t c h e r — 2 stroke
150.30
A n o t h e r rotary mower, by same
manufacturer, complete
Large, 6 wheel lawn Edger discounted to
Smaller Edger, robust construction
—good

119.00
225.00
95.00
85.00
91.50

7.95
9.95

106.00

75.00
12.95
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47.95
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Deep Freeze
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355.00
147.00
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HOT WATER SYSTEMS:
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free t a n k
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electric
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STOVES:
A

Popular semi-automatic.
Heater
optional
Good brand wringer model with
pump
Large capacity T w i n Tubs.
Heater
optional extra

319.00

195.00

225.00

115.00

248.00

138.00

TELEVISION & STEREOGRAMS:
1 1 " portable w i t h 3 months' Free
Service
2 5 " Lowbcy w i t h 12 months' Free
Service.
Wooden cabinet
329.00
2 5 " T V combined w i t h Stereo and
Radio
616.00
HiFi
Stereogram
with
separate
Speakers Danish style
B e a u t i f u l , solid state Stereogram,
e i g h t speaker u n i t
367.00
Portable stereo-player
96.00

very u s e f u l Boil-Fry-Grill-Toast
unit
Full size, p l u g - i n e l e c t r i c Stove
2 ' " a u t o m a t i c Stove w i t h Rotisscrie, single or 3-phase
De
Luxe
elevated
Range
with
Rotisserie

330.00
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172.00
192.00

w
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CAMERAS:
162.00
195.00
350.00
204.00
239.00
65.95

Big

range

colour

available
from
A g f a Rapid Camera, b u i l t - i n Flash
SLR
35mm
automatic
Camera.
B u i l t - i n a u t o flash
M o v i e Camera and Projector, complete
from
BINOCULARS complete in Deluxe
Case
from

11.95

1.00
5.95
>

64.95
92.00
18.00
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LOWEST TV HIRE RATES IN PERTH $6.95 and $7.95 MONTHLY
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WASHING MACHINES:
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6 trans personal p o r t a b l e radio ....
8 trans, long-distance reception
Lightweight Iron, automatic
Cassette Tape Recorder
Exclusive, push-cart s t y l e Barbecue
C o m p a n i o n , 2 - b u r n e r portable L.P.

$

13.95

79.00
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i i Is Southern
Cross rain better
than ordinary rain,
Grandpa?i

From a small boy, a good question.
His Grandpa will explain to him why
" r a i n " from the Southern Cross
Irrigation System is better than
ordinary rain. And the tradition of
Southern Cross tor water when and
where you want it will be handed on
to yet another generation. Southern
Cross Irrigation is better and more
reliable than rain. You are in control
of the application of water to your
crop. But the most important factor
is this: Southern Cross will study the
layout and the needs of your property,
then recommend and install the
system of irrigation that will result in
most profit for you. Southern Cross
consistently introduce the newest in
irrigation—in engines, pumps, the
whole irrigation system. And when you
buy, the Southern Cross credit
facilities are at your service. Or open
a monthly account. Benefit from
specialised Southern Cross sales and
service now. For complete, correct
advice on all water supply problems,
contact the Southern Cross
representative in your area.
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